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Summary:
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Credit Profile

US$15.278 mil GO BANs ser 2022 dtd 06/03/2022 due 06/02/2023

Short Term Rating SP-1+ New

Dennis GO

Long Term Rating AAA/Stable Affirmed

Rating Action

S&P Global Ratings assigned its 'SP-1+' short-term rating to the Town of Dennis, Mass.' 2022 general obligation (GO)

bond anticipation notes (BANs), totaling $15.3 million and maturing June 8, 2023. At the same time, we affirmed our

'AAA' long-term rating with a stable outlook on the town's GO debt outstanding.

Dennis' full-faith-and-credit pledge, subject to Proposition 2-1/2 limitations, secures the GO BANs though the majority

of the BANs ($14.7 million) have been voted to be exempt from Proposition 2-1/2 limitations. Despite commonwealth

levy-limit laws, we did not make a rating distinction between the town's limited-tax GO pledge and general

creditworthiness because our analysis of Dennis' financial and economic conditions already includes the tax limitation

imposed on the town's revenue-raising ability.

The short-term rating reflects our high investment-grade, long-term rating on the town's GO debt and Dennis' low

market risk profile. In our view, and pursuant to our BAN criteria, we have assessed the town's market risk as low due

to Dennis's strong market access, information availability, and takeout authorization.

Officials intend to use proceeds from the 2022 BANs to provide new-money funding for a new fire station and two

community preservation projects.

Under our criteria, "Ratings Above The Sovereign: Corporate And Government Ratings—Methodology And

Assumptions," published Nov. 19, 2013, we rate Dennis higher than the sovereign because we think the town can

maintain better credit characteristics than the nation in a stress scenario based on its predominantly locally derived

revenue base and our view that pledged revenue supporting bond debt service is at limited risk of negative sovereign

intervention. In 2020, local property taxes generated 85% of revenue, which demonstrated an absence of dependence

on central government revenue.

Credit overview

The rating reflects our view of the town's very strong economy, supported by a wealthy property tax base and access

to the Barnstable County metropolitan statistical area (MSA). A track record of strong budgetary performance leading

to very strong reserves, with surpluses even throughout the COVID-19 pandemic, further supports the rating. Although

fixed costs are still manageable, the town's pension plan is relatively low funded, and Dennis is embarking on a major

wastewater infrastructure project that will require a significant increase in debt. However, Dennis has identified
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dedicated revenue sources from property and room taxes, as well as additional user rates, that should help cover debt

service costs.

Our view of the town's general creditworthiness reflects its:

• Very strong, tourism-centered economy.

• Recurring surpluses supporting very strong budgetary flexibility.

• Well-embedded and conservative financial management policies and strong institutional framework.

• Manageable debt burden that is set to increase significantly, and potential cost pressures from the pension plan's

low funded ratio.

Environmental, social, and governance

Dennis' environmental risks are above average for the sector due to the town's location on Cape Cod, but aligned with

those of other coastal communities. The environmental risk is partially mitigated by management's significant planning

and coastal resiliency efforts. The town has dedicated beach and harbor improvement funds funded with respective fee

income supporting various capital projects. Moreover, the town is in the process of becoming part of the Federal

Emergency Management Agency's Community Rating System, which fosters floodplain management and helps

residents obtain discounted flood insurance. We believe Dennis' governance and social risks relative to its economy,

management, financial measures, and debt and liability profile are all in line with our view of the sector standard.

Stable Outlook

Downside scenario

We could lower the rating if reserves were to decrease substantially and financial performance were to deteriorate,

coupled with rising liability costs.

Credit Opinion

Tourism-centered economy on Cape Cod

Dennis is on Cape Cod, about 75 miles south of Boston. The primarily residential community doubles in population

during the summer due to a large number of second homes and its resort community role. Home values, measured by

assessed value, have risen by 15.7% since fiscal 2020 and housing demand remains very strong. The tourism sector

weathered the COVID-19 pandemic well and an upsurge in bookings for the 2022 season indicates this trend

continuing. Tourism-related businesses, such as the Pelham House Resort, are expanding. While the overall

unemployment rate in Barnstable County was elevated in 2020, including an initial spike to 22.4% in April that year, it

has since recovered and was 6.0% in March 2022, still above state and national rates. Given the town's desirable

location, especially for second homes, we expect the tax base and economic metrics will remain very strong.

Very strong financial management with well-embedded policies and practices

Officials perform trend analysis when budgeting, and tend to budget conservatively. Budget surveillance is regular,

with monthly reports on budget-to-actual results provided to the town select board. Dennis annually updates its
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five-year capital improvement plan, which identifies funding sources for projects completed within their first fiscal

years. Starting in fiscal 2011, the town began to dedicate $1.4 million a year for capital projects, increasing by 2.5%

annually. In addition, it dedicated $150,000 from the tax levy to capital debt annually.

Dennis' three-year financial forecast has ties to the budget. It discusses key budgetary assumptions regularly. The

reserve policy sets an available reserve threshold at 5%-15% of revenue and includes a requirement to devise a plan to

restore reserves in the following budget if they fall below 5%. Dennis also has an investment policy and a debt

management policy that addresses debt maturity and limits with a 5% debt service cap. We view positively steps

management has taken to protect the town from emerging risks, such as cybersecurity threats.

Consistent surplus results and very strong reserves

We adjust Dennis' financial results for recurring transfers. The town has achieved consistent surpluses since fiscal

2015, including in fiscal 2021, according to unaudited figures. On the revenue side, tourism-related revenue bounced

back faster than budgeted, with room taxes rising 142% to $2.5 million in fiscal 2021. On the expense side, Dennis

continued a strict hiring and spending freeze. As a result, reserves consisting of the unassigned fund balance, free cash,

and the town's stabilization reserves increased further and remained well above our threshold for very strong. We add

stabilization accounts to available reserves because these funds are available for use with a two-thirds vote of the town,

including reserves designated for appropriations, capital stabilization, and other items.

Management reports that fiscal 2022 broadly trends in line with budget. On the expense side, unfilled vacancies and

some retirements will likely generate savings. These should help offset higher costs, especially from higher fuel prices.

In addition, the town has a reserve fund to help with these cost overruns. It will receive $1.4 million directly in

American Rescue Plan Act money, half of which it has already received, plus potentially another $2.8 million from the

county. Dennis has used money it already received for further progress on its wastewater project and is considering

other one-time projects for the remaining money. Overall, management expects the town will end the fiscal year with

another surplus.

We believe Dennis' budgetary performance and flexibility will remain at least strong and very strong, respectively. The

town's finances benefit from conservative budgeting practices and the stability of the largest revenue source, property

taxes, which accounted for 84%, followed by motor vehicle and excise taxes at 6% in fiscal 2021.

Dennis' regular debt issuance demonstrates its strong access to external liquidity. The town does not have any

variable-rate or direct purchase debt. It has consistently maintained very strong liquidity, and we expect it will

continue to do so over our outlook horizon.

Low debt burden that is set to increase significantly based on wastewater infrastructure debt plans

With this issuance, Dennis will have about $34.3 million of total direct debt outstanding. It is planning to replace

existing private septic systems with a public wastewater system, as are other Cape Cod communities. The town's

wastewater management plan will cost approximately $240 million to complete over 40 years, according to

management. We understand approximately half of this could be issued in fiscal 2024 depending on the next steps in

the design phase. Officials expect to cover debt service through different channels, including dedicated shares of room

and property taxes and additional user rates. Depending on the final amount and structure of the issuances related to

this capital project, we expect debt metrics could weaken, although we view the additional revenue sources dedicated
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to debt service as mitigating factors.

Pension and other postemployment benefits (OPEB) liabilities:

• Dennis' large pension and OPEB obligation is a credit weakness, particularly given the pension system's low funded

ratio. While the town is currently managing these costs, we believe it has limited ability to control future pension

liability growth.

• We view some of the assumptions used to build the town's pension actuarially determined contribution as weak,

which we believe increases the risk of unexpected contribution escalations.

• Although OPEB liabilities are funded on a pay-as-you-go basis, costs remain low despite the large liability, and we

expect the town will continue adding to its OPEB trust fund.

The town participates in the following plans as of June 30, 2021:

• Barnstable County Contributory Retirement System: 62.3% funded, with a net pension liability of $38.6 million.

• A defined-benefit health care plan that provides lifetime health care and life insurance for eligible retirees and their

spouses: 3.2% funded, with a net OPEB liability of about $44.9 million.

The town made 100% of its annual required pension contribution in 2020. Contributions are expected to increase by

5.80% per year on a level percent-of-pay amortization basis. The adopted funding schedule in 2020 extended the

period to achieve full funding to 2037 from the original 2035. For additional analysis of the Barnstable County Pension

Plan, see "Pension Spotlight: Massachusetts," published Oct. 14, 2020.

Dennis pays OPEB on a pay-as-you-go basis. We understand management is discussing creating a formal OPEB

funding plan and has added OPEB funding to its fiscal 2023 budget.

Strong institutional framework

The institutional framework score for Massachusetts municipalities is strong.

Dennis, Massachusetts -- Key Credit Metrics

Most recent Historical information

2020 2019 2018

Adequate economy

Projected per capita EBI % of U.S. 131

Market value per capita ($) 613,420

Population 13,997 13,836 13,727

County unemployment rate(%) 10.2

Market value ($000) 8,586,044 7,433,953

Ten largest taxpayers % of taxable value 2.1

Strong budgetary performance

Operating fund result % of expenditures 6.7 2.7 4.1

Total governmental fund result % of expenditures 4.4 5.4 3.5
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Dennis, Massachusetts -- Key Credit Metrics (cont.)

Most recent Historical information

2020 2019 2018

Very strong budgetary flexibility

Available reserves % of operating expenditures 42.0 34.0 30.5

Total available reserves ($000) 21,823 17,644 15,377

Very strong liquidity

Total government cash % of governmental fund expenditures 50 37 33

Total government cash % of governmental fund debt service 1511 1037 869

Very strong management

Financial Management Assessment Strong

Strong debt & long-term liabilities

Debt service % of governmental fund expenditures 3.3 3.6 3.9

Net direct debt % of governmental fund revenue 48

Overall net debt % of market value 0.5

Direct debt 10-year amortization (%) 73

Required pension contribution % of governmental fund expenditures 5.6

OPEB actual contribution % of governmental fund expenditures 2.0

Strong institutional framework

EBI--Effective buying income. OPEB--Other postemployment benefits. Data points and ratios may reflect analytical adjustments.

Related Research

• Through The ESG Lens 3.0: The Intersection Of ESG Credit Factors And U.S. Public Finance Credit Factors, March

2, 2022

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed

to them in our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at www.standardandpoors.com for

further information. Complete ratings information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating

action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box located in the left column.
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